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e e Mexicons
Executive Summary

I The Mission: Why This Strategy, and Why Now?

New Mexico enters a new decade on the precipice of transformation. In the past, limited

economic diversification has provided inconsistent statewide growth and fewer economic

opportunities for many New Mexicans. While regional competitors have actively pursued

opportunities in new industries, leading to the creation of higher -skill, higher-wage jobs, New

Mexico has struggled to capitalize upon its immense assets to accelerate longterm growth in a

wider variety of industries. Though this challenge has existed for New Mexico for many years,

the compounding effects of the stateds delayed re
of the COVID-19 pandemic in 2020 have intensified the need for a long-term, coordinated, and

comprehensive strategy for economic development and diversification.

In early 2021, in a markedly different approach f
Recession, the New Mexico Economic Development Department (EDD) determined the need for
agui ding strategy that not only i dentterrhiemkryways t o

but al so t h-wrmgransfdarnreaios intb @moge diversified, resilient, and inclusive
economy. To assist in crafting this strategy, EDD hired SRI Internatinal, which engaged with
over 100 public, private, and non-profit organizations i and conducted extensive quantitative
data analysidi to design an actionable, long-term economic development and diversification
strategy.

Ultimately, the mission of thisstrategy i s t o rei magine New Mexicods ap
development, beginning with building the capabilities necessary to facilitate statewide

collaboration on common goals, like economic growth, inclusion, and workforce readiness. The

diversification agenda outlined in this document is rooted in the nine target industries identified

by EDD, but the recommendations go beyond specific industry needs to address the broader

challenges facing New Mexico, which are discussed in greater detail below. These

recommendations are best viewed as a roadmap, one that enables New Mexico to build upon its

current momentum to create a robust, diverse economy that provides greater opportunities for
residents and businesses of New MexiewodMe wirdbads r
economic transformation cannot happen immediately, nor can it be achieved by one agency

alone. With support from stakeholders throughout the state, though, actions can be taken to

begin a new era in New Mexico.
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The Findings: TrendsinNewMexi cols St ate & Regi o
Economies

SRI 6s analysis of New Mexicods communi t(l)dleewv and ec:
Mexi cods State & Regional Economies; (2) New Mexi
Innovation Ecosystem; and (4)New Mexico s St at e & Regi onal Asset s. SR
included quantitative data analysis from state, federal, and proprietary data sources, as well as

gualitative data analysis through an extensive stakeholder interview and survey process.

Stakeholdersi n New Mexi co are united in their excitement
abounds in New Mexico where many of the components for economic growth and prosperity

remain present. Nevertheless, stakeholders identified several challenges that impedethes t at e 6 s

ability to capitalize on these opportunities, and the quantitative data supports many of these
observations. I n general, obstacles fosx New Mexi c
challenge areas:

. Lack of collaboration between economic development stakeholders

. Difficulty attracting and retaining talent in urban, rural, and tribal communities

. Misalignment between higher education and industry

. Disengagement of socioeconomically disadvantaged communities in planning processes

. Public-sectordominance i n New Mexicods innovation ecosys

OUTRWNE

. Concentration of economy in a few key industries

Mitigating these challenges must be a priority for state, local, industry, and community
stakeholders, and the activities of these stakeholders must be coordinated to best achieve a
diversified and resilient economy. Greater discussion of these challenges is found below.

Challenge 1: Lack of collaboration between economic development
stakeholders

As a state with a large geographic footprint but a comparatively smaller population, New

Mexico has traditionally utilized a decentralized, ad hoc approach to economic development.

Local and tribal governments have historically been encouraged to lead development within

their jurisdictions while statewide organizations have played a minimized role. While this

approach prioritizes the needs of |l ocal communi t i
capacities to support economic development projects, leading to some regions of the state

excelling in growing their economie s while other regions have fallen behind.
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Over time, the differences in local and regional capabilities, in addition to the absence of a

cohesive statewide strategy for economic development, has led to a patchwork of programs and

initiatives designed to address different facets of community or economic development

challenges in New Mexicobs regions. While in some
communities to address challenges with local priorities in mind, in other instances this approach

can lead to a duplication of efforts and, at times, competing interests between different actors in

New Mexicods economic devel opment ecosystem. Ensul
state, regional, local, and tribal levels will best provide New Mexico with a strong foundation

upon which to launch strategic initiatives and leverage resources, such as those outlined in this

plan.

Challenge 2: Difficulty attracting and retaining talent in urban, rural,
and tribal communities

New Mexicans are wellawareof t he benefits of |l iving in New Mex
immense outdoor assets and relatively affordable cost of living. Nevertheless, data indicate that
each of New Mexicods seven council of government |

residents, with each region relying heavily upon natural increase (i.e., new births) to grow their
populations. Stakeholders had several theories to explain this struggle, including
underperforming K-12 education systems, higher crime rates, and increasing housingcosts in
certain communities.

Despite being positioned in the center of
one of the fastest growing regions of the
United States, New Mexico has not
benefited from the significant influx of
young families and professionals seen in Colorado
neighboring states like Utah and Colorado.
For example,from 2010 to 2019 New

Mexi cobs popul ation .
2% and 0.6% respectively, while peer states
like Utah (16% and 22%) and Colorado (14%  United States
and 16%) grew at far quicker rates(see
Demographi cs: New Me.
Communities in the full repo rt for a detailed
discussion of demographic trends in New
Mexico). 0% 5% 10% 15% 20% 25%

Figure ES1: Population & Labor Force Growth, 201(020189.
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Stakeholders in New Mexico identified several trends influencing the slow population growth in

New Mexico. While many of these challenges relate to economic opportunity for younger skilled
professional s, ot hers concern the appeal of New M
New Mexico is generally known for its comparative affordability, housing costs are an increasing
concern for many residents of usihgedeveldpmdntsliage ur ban c
been slow to recover from the Great Recession, driving up the living costs in cities like

Al buquerque and Santa Fe. However, New Mexico0s r
notable portion of t he s additiomalichallepgeslikelinegratiannntor esi de s
physical and digital infrastructures. Ensuring th;

community development programs meets the needs of urban, rural, and tribal communities will
help to maximize the efficacy of the investments the state makes in these communities.

Challenge 3: Misalignment between higher education and industry

For a state with a smaller population, New Mexico maintains an extensive network of 2- and 4-

year higher education institutio ns. Stakeholders noted that some of these institutions, such as

Central New Mexico Community College, have been highly effective at engaging with industry

and designing industry -relevant curricula. However, stakeholders also noted that many of New

Me x i bigh&r&ducation and training institutions are increasingly disconnected from the

needs of industry, and the data support this assertion. Though New Mexico aims to grow

industries requiring heavy science, technology, engineering, and mathematics (STEM) sks, New

Mexi cobds higher education system i sSTEMfieldseasi ngl y |

Figure ES 2: Underemployment in New Mexico, 2015320189, The presence of a skilled workforce is
critical to the development of a

regionds ecomangshijyls. Whil e
are obtained through on -the-job

experience, schools, colleges, and

universities play a critical role

connecting workers to industry. New

Mexico has increased high school

28% compl etion among the sta

s population from 82% in 2010 to 86%
High School Some College B a ¢ h e | Gradaate or in 2020. Thi has led t
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degree attainment in the state. However, data also indicate a mismatch in the skills of New

Mexi cods workensdemdntdhoeyskhekl (seebaboebasket& mpl oyer s
Wor kforce. Capabilities & CharaadNew /Maxiccso losf Svear ¢
Regional Assetsin the full report for a detailed discussion of educational attainment and

alignment in New Mexico).

Interviews with industry leaders in New Mexico largely corroborate the quantitative data trends.

Many stakeholders noted that over time, New Mexi C
secondary and post-secondary levels have become misaligned to the reeds of employers in the
state. This misalignment is important to note gi Vv

industries, which generally require advanced skill levels in STEMelated areas for employment. If

education and training institutions i n the state do not produce the qualifications necessary to

meet industryds needs, New Mexico risks exporting
connected institutions and losing valuable employers to states that provide better trained

workers.

Challeng e 4: Disengagement of socioeconomically disadvantaged
communities in planning processes

New Mexico is a minority majority state, which includes a significant Native American

population. Traditional models of economic development in New Mexico have led to m any of

these communities being disengaged from the development planning process, institutionalizing

inequities between communities and individuals with resources and those without. As a result,

poor socioeconomic outcomes have become exacerbated inmanyofNew Mexi cods mi nor i
communities, requiring greater public resources to mitigate these outcomes.

Table ES1 . Soci oeconomic [ ndicators of New Mexicodbs Underserved

Population with an

Unemployment Medlian Personal

Poverty Rate Associate Degree
Rate . Income
or Higher
Native Americans 8.4% 30.0% 21.1% $26,000
Immigrants 3.6% 26.1% 28.9% $28,000
Rural New Mexicans 7.8% 26.1% 26.2% $23,000
New Mexico Average 5.5% 26.1% 36.8% $35,000
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Diversityl educational, socioeconomic, ethnic, and geographicii greatly influences the

dynami sm of a regionds economy. However, inequiti
undermine the ability of a region to grow and prosper by disengaging different popula tions

from the economy, hindering the economic wellbeing of historically disadvantaged

communities. Such inequities have long been structural to economic systems in the United

States, and New Mexico is no exception, but New Mexico faces unique challenges ® equitable

growth that many other states do not experience (seeDe mogr ap hi cs: New Mexi co0.
Communitesand New Mexi cods St at emth&fullRepart/fooardetdiledd s s et s

discussion of equity challenges in New Mexico).

Poverty remains among the most formidable obstacles to equity in New Mexico, with poverty

rates in the state increasing over the last decade despite declines in most peer states, including

Arizona, Colorado, Oklahoma, and Utah. Additionally, poverty levelsi n New Mexi co0 s
communities remain elevated compared to levels in similar communities in other states. Despite

these comparatively high poverty levels, tax filing data from the Internal Revenue Service

indicate that income inequality has declined in New M exico since 2010, though it remains

elevated compared to the U.S. average. Identifying ways to better connect disadvantaged
communities to resources and expand their role in
community -based education support or targeted investments in disadvantaged communities, is

critical to build a more equitable economy in New Mexico.

Challenge 5: Public-s ect or domi nance in New Mexico
ecosystem

As the home of two national laboratories and a branch of the Air Force Reseach Laboratory,

New Mexico has a proven history of innovation. Combined, these labs routinely bring significant

federal resources to the state, helping to attract highly skilled workers in knowledge - and

technology-intensive industries to New Mexico. Thishas also led to the emergence of a small

but highly educated science and engineering (S&E) workforce in the state; New Mexico ranks

15"in the United States for the number of S&E mast ¢
state.
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Nevertheless, many
stakeholders noted that, given
the significant resources at the

Figure ES3. Perceit of Total Business R&D Spending, by Funding
Source, 201@2018.

~ . Oklahoma : ~
l absd disposal, NgWagMeXi-t.08.s
private sector is in constant United States
competition with the labs to Nevada

L . Utah

attract and retain highly skilled e

_ ) Arizona
talent. This challenge is further NEW M eXiCO
compounded by the small 0% o S —_— — ey

number of resources perceived

by stakeholdersii such as
skilled workers and financingfi B Non-Federal Others Expenditure as Percentage of Business R&D

M Business Expenditure as Percentage of Business R&D

that are available to B Federal Expenditure as Percentage of Business R&D
entrepreneurs in New Mexico,

especially those entrepreneurs looking to establish businesses in knowledge and technology-
intensive industries. Ultimately, this has led to the emergence of a New Mexican private sector
that is closely intertwined with the federal lab system, rather than a private sector heavily rooted
in the creation, production, and distribution of new products and services. For example, whereas
most knowledge - and technology-intensive businesses in the United States invest in their own
innovative activitiesfi like research and development (R&DYi with smaller levels of support from
the federal government, about 40% of business R&D spending in New Mexico is funded by the
federal government (seeNew Mex i c o 6s | nn dnthe wllrepart foExdetailgds 1 e m
discussion of innovation and entrepreneurship in New Mexico).

Separating New Mexicobs private sector from the f
emergence of dynamic businesses in New Mexico. Stakeholders noted that increasing the

successes of New Mexicebased businesses and startups is contingent upn increasing the

mar ket readiness of the stateds entrepreneurs. Ch
and financial literacy of small business owners to helping high-technology enterprises connect

with industry leaders to catalyze future investments and growth. Supporting new programs

focused on building technical capabilities and funding accessibility are critical to the future of a

strong private sector in New Mexico.
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Challenge 6: Concentration of economy in a few key industries

Hi storically, New Mexicods economy has been depen
driven development in the state. These industries include government, retail, and oil and gas.

These industrieswl | continue to play an important role in
providewel-paying jobs to many individuals throughout |
However, New Mexicobds | ack of i ndust r omaclcycldss ver si f |
in which employment and the statebs ability to ful

and gas prices as well as federal policy decisions. The threat that this dependence poses to New
Mexi cods economy was 1D pandsnic; vehendallinglmilypriceshcesated @ | D
outsized negative impact for New Mexico compared to other states. In the long run, as the

world transitions from fossil fuel to renewable energy, the need for New Mexico to develop new
drivers of economic growth will become ever more urgent.

Figure ES4: Percent of New Mexico GDP, by Industry, Centr al to New Mexicods ecor
2019. over the next 20 years is the development of

nine industries with strong growth potential

and high private sector wages. These

Natural All Other industries, which are discussed in detail below,

Government Resource

. Industri . : = H
20%  Extraction fesin willcomple ment New Mexicods exis

63%
ks and form the basis through which the state will
attract new business and workers, upskill its
existing workforce, protect its natural assets,
0% 20% 40% 60% 80% 100%  and ultimately improve the quality of life of all
New Mexicans.

|TheWayForward:New Mexi colUs Economic Pat

A strategy must have an identified goal that speaks to the unified vision of a region upon the
completion of a strategy. The following vision was designed to reflect the goal of this strategy:

To build a diverse and robust economy that engages local talent, cultivates

innovation, and delivers prosperity for all New Mexicans.
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Stakeholders in New Mexico must take action to achieve this vision, which will require the
collaboration of many stakeholders in New Mexico, including those in government, industry,
academia, and non-profits. Addressing the six broad challenges identified in this report is
beyond the scope of any one organization, and identifying successful solutions will require
evidenced-based actions that are unigue to New Mexico. The full report contains a series of
specific actions to be taken by EDD and stakeholder organizations, but EDD must keep an open
dialogue focused on identifying further actions to be carried out by EDD and the newly for med
Sustainable Economy Task Force.

A roadmap was developed that focuses on six key strategies for economic development
stakeholders in New Mexico. These strategies and their associated priority areas are identified
below and are aligned with the six key challenges identified in the analysis. See the full report

for a detailed discussion of these strategies and the specific actions recommended to those in
New Mexicods economic devel opment ecosystem.

| Strategies & Priorities to Achieve the Vision

Collabor ative New Mexico
Moderni ze New Mexi cods HExasysteomi ¢ Devel opment

elngle’
T )L
oo

Priority 1.1. Al i gn t he efforts of stakeholders in Ne
ecosystem.

Priority 1.2. St reamline and simplify New Mexicods ru

Priority 1.3. S r engt hen New Mexi co06s business recruit

AF Dynamic New Mexico
Strengthen New Mexicods Communities
Priority 2.1. Increase community capacity for economic development projects and
initiatives.
Priority 2. 2 Redef i ne New Mexicods urban regions.

Priority2. 3.Commi t to the economic sustainability o
communities.

ES9



New Mexi coUlUs
# Economic Path Forward EXECUTIVEBSUMMARY

Skilled New Mexico
Reimagine Education & Training
Priority 3.1. | mprove the quality of New Mexicobds hig

programs through industry engagement and institutional reform.

Priority 3.2. Ref or m New Mexi cods workforce devel opme
industry needs.

Priority 3.3. Pr epar e New Mexicods students for succe

Inclusive New Mexico
Promote Equity through Economic Justice

Priority 4.1. Encourage state, regional, and local organizations to increase
collaborations with tribal communities.

Priority 4.2. Expand access to resources for entrepreneurs from disadvantaged
backgrounds.

Priority 4.3. Improve education and workforce outcomes for underserved
populations.

Innovative New Mexico
Enable High -Quality Home -Grown Innovation

Priority 5.1. Bui |l d capacity among New Mexicods entre
Priority 5.2. Remove barriers to financial resources for entrepreneurs.
Priority 5.3. Sustain an entrepreneurfriendly business environment.

Priority 5.4. Connect entrepreneurs and innovators to critical industry knowledge and
resources.

é Resilient New Mexico
Diversify New Mexicods Economy

Priority 6.1. Aerospace.
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Priority 6.2. Biosciences.

Priority 6.3. Cybersecurity.

Priority 6.4. Film & Television.

Priority 6.5. Outdoor Recreation.

Priority 6.6. Sustainable & Value-Added Agriculture.
Priority 6.7. Intelligent Manufacturing.

Priority 6.8. Global Trade.

Priority 6.9. Sustainable & Green Energy.

Diversification: Defining New MexXi

New Mexicobs economy has | ong been defined by a
agriculture, and oil and gas. N&wswilleagiismanp s hi st
assets, including federal national laboratories and significant endowments of renewable and
nonrenewable natural resourcesd indicates that these industries will continue to play a pivotal

role in the stateds ec otaseekytoexphaditeacanbng inghs fature, a s t
stabilize long-term public revenues, and create greater opportunity for current and future

residents, New Mexico will need to foster growth in a greater number of industries.

EDD and SRI employed a mixmethods approach to analyze the target industries identified by

EDD as those that New Mexico should pursue to increase economic diversification. This
approach is built upon a r evi whetheptlfiey bé¢éstitutdmealk i c 0 0 s
infrastructural, or otherwisefi and existing studies conducted by regional and local stakeholders

that identify promising industrial opportunities in their regions. Similarly, data from the U.S.

Bureau of Labor Statistics (BLS) provide a quantitative justification for why cerain industries are

identified as opportunities for New Mexico. Industries are measured at several different levels of
specificity, according to the North American Industry Classification System (NAICS). At the twe

digit NAICS level, industries are assesse@s the cumulation of their component three -, four-,

five-, and sixdigit NAICS industries, with industries at the sixdigit level being the most specific.

ES11
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There are nine target industries for the state to actively pursue, and additional reasoning is
provided further below :

0
Aerospace
QOutdoor
?E"j Biosci Recreation
iosciences

%

Intelligent
Manufacturing

=

=] Global Trade

N . 'Y Sustainable &

26 Cybersecurity 53%5 Value-Added e .

T : . @ Sustainable &

Agriculture AE-
Green Energy
Film &

Television

Identifying Industries to Accelerate Diversification

To identify emerging trends in New Mexicods targe:
change at the six-digit NAICS code level. This enabled EDD and SRI to capture change occurring

at the hyper-specialized level and determine actions to be taken to support these industries

according to changes occurring within related six-digit industries. Overall, four main qualities

were assessedtoi denti fy opportunities within New Mexico0s

A Stability. New Mexicods histor i venment etpileandiodandgas upon g o
has heightened volatility within the s t a tcerimey, and any new target industry should
work to minimize future economic volatility.
A Earnings. New Mexico should aspire to attract stable, well-paying industries that provide
the stateds residents with rewarding, product:i
A Job-Rich. While New Mexico should seek to grow emerging and next-generation
industries, there should also be a focus on industrieswith an established presencein the
state and significant potential for job creation .
A Concentration . Any new target industries should demonstrate a comparatively high
employment concentration compared to other regions of the United States, indicating a
local competitive advantage that can translate to additional growth in jobs and
businesses.

Using NAICS codes, it is possible to define these industries and measure their growth within a
region over time. Many six-digit NAICS industries were identified that best align with New
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Mexi cods competitive assets, whherbdlowaanddhestsis cussed |
digit NAICS industries were aggregated to the nine broader target industry clusters within which

New Mexico has a competitive advantage. As the analysis in the full report shows, these

industries have historically been arelatvey s mal |l share of New Mexicods e
significant opportunities for growth in various regions of the state. Additionally, all but two of

these industriesii cybersecurity and global tradefi have greater employment concentration

ratios than the U.S average, indicating that New Mexico outperforms many other regions of the

country in these industries.

Figure ES5: Growth, Concentration, and Size of New Mexico Target Industries, 2019.

60%

Cybersecurity
50% Sustainable & Value-
Added Agriculture

40% Outdoor

‘ Recreation
30% Aerospace

Global Biosciences
20% Trade

10% Sustainable &
Green Energy

‘ Film & TV

Intelligent
Manufacturing

0%

-10%

Statewide Employment Growth 201052019

-20%

-30% A
0.0 0.5 1.0 15 2.0 2.5 10.0

Employment Concentration Ratio
(U.S. National Concentration = 1.0)

From 2010 to 2020, the shar e trefjresedtedby thbsexnine o0 ds t ot al
target industries has remained relatively steady, representing between 10% and 12% of total

employment in New Mexico. However, even accounting for the pandemic, employment growth

has been high in cybersecurity (50%), global trace (38%), and sustainable and valueadded

agriculture (27%). Other high-performing target industries during this time include biosciences
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(20%) and aerospace (17%). While the remaining industries may not have been among the
fastest growing, their pre-pandemic employment growth indicates that they remain competitive
propositions for New Mexico. These trends show that these nine target industries represent
areas of keen interest for New Mexico as it grows and diversifies its economy into the future.

Mapping New Me x i c o UcsInddssies €apacity

New Mexicobs historical economic strengths serve
more diverse economy that creates stable and sustainable growth. For example, the large role

played by the governmentin New Me x i ¢ didpsmardydhoongh ralyoratories like Los

Alamos National Lab (LANL), Sandia National Lab (SNL), and a division of the Air Force Research

Lab (AFRL) makes New Mexico an ideal location for industries that rely heavily on scientific

research and technical knowledge. In particular, businesses related tobiosciences and

cybersecurity , both of which are core research areas at LANL and SNL, show particular promise

i n New Mexico. Additionall vy, t he | oitNetv Mexino, o f AFRL
coupled with the construction of Spaceport America, provides New Mexico an edge over other

states seeking to capitalize on the rapidly growing aerospace industry.

Natural amenities and resourcedi including the vast and pristine landscapes found throughout

much of New Mexi co, as wel | as the stateds endowmt
resources alikei make New Mexico an obvious candidate for employers in industries like

sustainable and green energy and outdoor recreation . In addition to supporting the outdoor

recreation industry, the diversity of natural landscapes in New Mexico, coupled with the quality

of the film production workforce, has led to a thriving film a nd television industry. The

agricultural traditions of many Native American communities in New Mexico have led to the

emergence of a powerful sustainable and value -added agriculture industry, an industry that

provides significant opportunities to those liv ing in rural and tribal communities. Infrastructural

investments made in various regions of New Mexicofi including significant investments in the
Borderplex region along the sithave mddsthessmted her n bor d
competitive player in certain industries, such asintelligent manufacturing , and global trade .

| A Call to Action: Ensuring Strategy Success

This strategy is not the final step to revitalize
diversification agendan rather, it represents the crudial first step. It recognizes the need for
greater coll aboration throughout New Mexicobds ecol
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the stakeholders within this ecosystem to commit |
Long-term growth is contingen t upon routine collaborations between EDD and stakeholders

that continuously scan the horizon for emerging opportunities and challenges and design

approaches to strengthen and grow the statebds ecol

This strategy is not intended to be so prescriptive that changes in state-level priorities render

the plan irrelevant. Instead, it identifies many of the actions necessary for reinvigorating

economic growth and diversification in New Mexico while recognizing the ongoing work done

by regional, local, and tribal governments; economic development organizations; nonprofits;

and many other stakeholders in New Mexicods econol

Supporting this work and ensuring that it occurs through a collaborative and informed process

is critical forNewMe xi cods economic future. Similarly, maint
strategy and future strategic planning efforts in New Mexico, such as those carried out by the

Sustainable Economy Task Force, will help to ensure that the strategy remains relevant, imore

precisely refined to target tribal and other historically disadvantaged communities and

businesses, and is fully implemented over time.

Successful implementation of this strategy will require supportive actions from many
stakeholders:

A New Mexi simegssommunity needs to adapt to rapidly changing times and be
prepared to pay higher wages, increase schedule flexibility, and provide greater options
for working parents, caregivers, and adult learners to attract employees.
A New Mexi co6s b urtandesosomc development activists  need to
join calls for increased EDD funding from the legislature and provide financial assistance
to their local EDOs and COGs to put more boots on the ground, increase capacity to go
after massive federal funding, and grow resources to support their local business
communities.
A EDD, HED, and the higher education system need to collaborate to give incoming
students the information necessary to choose careers in high-demand areas, and to
tailor degree and certificatio n programs to better reflect the needs of current and future
industry in New Mexicofi all to reduce the mismatch between employer-required skills
and skills obtained at New Mexicobds colleges a
possible chance for high-paying careers in New Mexico.
A Policymakers need to recognize that major changes to the economy to lift wages,
strengthen New Mexicobs private sector, and di
will require significant funding for EDD and economic development programs. New
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Mexico cannot continue on the path it has pursued in prior yearsii this plan provides a
new path forward, and the state must now provide funding and take action.
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Introduction

The recommendations found in this strategy are derived from four core analytical exercises:

New Mexicobs State &.IRthigseadanareéndskae examimed a the state
and regional level to understand how New Mexico has changed since 2010. Change is
determined according to five primary lenses: (1) Demographics; (2) Labor Market & Workforce;
(3) Industry Development; (4) Entrepreneurship; and (5) Infrastructure & Environment. The
analysis in this section is heavily rooted in quantitative data analysis, using data from state and
federal government sources, as well as organizations like the Ewing Marion Kauffman
Foundation.

New Mexi cods T a rTheestate of NeWwwMexico Hazidentified 9 industries that

should be targeted for growth in the future: (1) Aerospace; (2) Biosciences; (3) Cybersecurity; (4)

Film & Television; (5) Outdoor Recreation; (6) Sustainable & ValueAdded Agriculture; (7)

Intelligent Manufacturing; (8) Global Trade; and (9) Sustainable & Green Energy. This section

seeks to better understand the landscape of these industries in New Mexico, assessing each
industryds strengths, awtheeimesses, opportunities,

New Mexi cods | nn o vWit along histocy ofsgiestificcand.technological
excellence, New Mexico remains well positioned to grow highly innovative industries.
Understanding the innovation -related assets in New Mexico,however, is critical for supporting
knowledge- and technology-intensive industries in the long term. This section examines New
Mexi cods innovation ecosystem through six | enses:
Infrastructure; (4) Idea Generatim; (5) Business Environment; and (6) Networks & Partnerships.

New Mexicobs St at e .A%afeoeggaphicallnldrge Atates assets and capabilities
vary throughout New Mexico. This variation means some regions are better positioned to
capitalize on certain industries than others. In this section, New Mexico and its regions are
examined at several different levels: (1) New Mexico; (2) the AlbuquerqueSanta FelLas Vegas
Metro Region; (3) Las Cruces; (4) Farmington; and (5) Micropolitan & Rural New Mgico.
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New Mexl cous St

Economie

A critical first step in developing a long -term strategic plan is establishing a foundational
understanding of a regionds economy. This underst

local dynamics in five key areas:

Labor Market &
Workforce

Demographics

VY
(Ets e

@ Infrastructure &

Entrepreneurship, Environment

Industry
Development

The analysis in this section uses quantitative data reléed to the areas above. A wide variety of
data was engaged for writing this assessment, including data from federal and state agencies,
such as the National Center for Science and Engineering Statistics and the New Mexico
Department of Workforce Solutions, as well as from private organizations like Emsi and the
Ewing Marion Kauffman Foundation. Together, these data paint a picture of a New Mexico that
is ripe with opportunity.

The discussion throughout this secti dwe xdfc otbhse r e p «
economy at the state and, when appropriate, regi ol
counties were divided according to their associat.|
governments (COGs). This diagnosis is the foundationaframework for the recommendations

madeinthe St r at egi es for New Mexicod6s Economic Path Fo

This assessment identified several ongoing and e mi
regional economies. While many of these trends indicate significant areas of opportunity upon

which the state can capitalize, others indicate areas for improvement that should be addressed

in any statewide economic development strategy. Some of the trends identified include:

Demographics: New Mexi co8s p o p snokept pace with peenvstaths inh a
the southwestern United States or with the national average. This lowerthan-normal
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growth rate, particularly among young families and working professionals, hinders New
Mexicobs ability to sedpvpitens. i ndustries with qua

Labor Market & Workforce:  Though many workers in New Mexico are employed in

lower-paying occupations, there has been a notable acceleration of employment in

higher-skill, higherrwage jobs in many of New Mexico0s tar
decade.

Industry Development : The COVID19 pandemic inflicted severe short-term pain on

New Mexicobs economy Dbtoetstathin accekeratingidavérdifigation s s i st e d
away from government and oil and gas industries. New Mexico remains competitively
positioned to significantly grow many of the s
Aerospace & Defense, Healthcare, OutdoorRecreation, Film & TV, and Sustainable &

Value-Added Agriculture. Growth in other target industries, however, will require a

greater degree of intentionality to see employment gains.

Entrepreneurship: New Mexico is a highly entrepreneurial state with an increasing share

of individuals starting their own businesses due to perceived opportunity, rather than

urgent necessity (e.g., income). However, demographic trends across the state are

beginning to affect the statedsrostmthreamgngeneur s,
the dynamism of New Mexicods entrepreneuri al e

Infrastructure & Environment:  Qutdoor recreation continues to be a significant asset

for New Mexico, with engagement with the state
decade. As he state continues to increase its deployment of renewable energy, there is

an opportunity to expand the alignment between the outdoor recreation economy and

the renewable energy industry.

While New Mexico continues to capitalize on its strengths in energy production and resource

extraction, it is also rapidly growing its high -technology industries, particularly in engineering

and the biosciences, and remains wellpositioned to be a key player in the national and global

transition to renewable energy sources. Thi s economic diversification,
higher education institutions and national research facilities, is expected to yield substantial

benefits in the future. However, the statebs sl ow popul at i ethan-averagawt h and | «
wages present challenges that will need to be addressed through a proactive economic

development strategy. Thisrequiresa det ai |l ed assessment of the stat
industry trends to identify the right initiatives to foster broad, inclusive growth.
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Demographics _ _ _ _
New Mexi cous Changing Communities

Economic growth and opportunity depend on a growing population and the participation of an

areads resident Alitmoulgdh INawoMekorcoéds popul ation g
fastest in the nation (13%) prior to the Great Recession, the years from 2010 to 2019 saw the

state population grow by a modest 2% and its labor force by 1%. By comparison, other Sunbelt

states, including Nevada and Arizona, experienced substantially higher growth in population and

labor force (seeFigurel) . The sl ow growth in New Mexicob6s | aboga
overcome, wil |l c on-setmreeconomic telietopment potertiél. Curlertly) §ew

Mexi cods popul at i o nratéthan igsworkeis,rand tha decreasing ahare & r

workers in the population may eventually result in a labor shortage if this trend is not reversed.

States with faster-growing economies, by comparison, tend to experience labor force growth

that outpaces their total population growth.

Population and Labor Force Growth Lags Peer States as Well as the Nation

Figure 1. Change in Population among New Mexico and Peer States, 20162019. Source: U.S. Census Bureau
Population Estimates.
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Arizona
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Oklahoma
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Demographic trends, especially the stateb6s aging |
growth within New Mexicods | abor force. From 2010

are more likely to work, declined by 1.9%. Incontrast t h e s t65 popubaton increased
by 37.8%. Of particular concern is the loss of residents between the ages of 35 and 49, who
typically earn higher wages, contribute more to the tax base, and spend more on the local
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economy. As they leave the stak, so do their children (see Figure 70 in Appendix B), and this
out-migration, if not reversed, can deprive New Mexico not only of current workers but also
potential future workers.

Thus, demographic trends in New Mexicofi the rapid growth in the senior population and the

loss of middle-aged residents and their familiesi pr esent a chall enge to the
talented and dynamic workforce. In response, the state, local communities, and industry

stakehol ders must aggressively take steps to retai
attract new talent in the post-COVID-19 economy. New Mexico, for example, can capitalize on

its growing young adult p opulation to train a new generation of highly skilled workers,

leveraging its extensive network of higher education institutions and workforce development

programs in the process. The final section of this plan will discuss workforce development and

retention strategies in detail.

At the COG level, population growth has generally followed national trends toward increasing

ur bani zation and suburbanizati on, whil e growth in
Though all regions have relied on a natural increase to sustain their populations, some rural

regions have seen a significant share of their residents migrating elsewhere (see~igure 2).

Residents who migrate out of New Mexico typically move to nearby states such as Texas,

Arizona, Colorado, and Nevada, while at the domestic level, new residents migrating into New

Mexico typically originate from Texas, California, Colorado, and Arizona §ee Figure 72 in

Appendix B). Texas is by far the largest overall source of new residents as well as the most

common destination for residents leaving the state. The second largest source of new residents

is international immigration, which added 11,000 new residents to New Mexico in 2019 alone.

It should also be noted that, while net migration in the rural Southeastern region is on par with
the Mid -Region and the Albugquerque metropolitan area, much of its migration inflow is
dependent on the oil industry. Because many new residents are temporary oil workers,
demographic trends in southeast New Mexico tends to fluctuate with the cyclical nature of oil
prices.
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PopulationGro wt h i n New Mexico | s I ncreasingly (
More Urban and Suburban Regions

Figure 2: Dynamics of Population Change at the COG Level, 2018019. Source: U.S. Census Bureau Population
Estimates.
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New Me xi c orsesvedPopdlaions

Asaminority-maj ority state, New Mexicobs racial and cul
assets. However, access to economic opportunities is still a challenge for certain underserved

populations, as shown by socioeconomic disparities between these groups and the New Mexico

population as a whole. Three underserved populations are of particular interest in New Mexico:

Native Americans, immigrants, and rural residents.

Socioeconomic Health of Native Americans, Immigrants, and Rur  al
Residents Is Lower than That of the Average New Mexican

Tablel: Socioeconomic [ ndicators of New 3SbargeiAmericas Cohmuhi#gyr s er ved Po
Survey1-Year Estimatesand 5- Year Estimates. Note: Percentage with an Associate Degree or Higher is based on the
population aged 25 years or older.

Population with an

/e . Median P /

Unemployment Poverty Rate Associate Degree edian persona
Rate . Income

or Higher
Native Americans 8.4% 30.0% 21.1% $26,000
Immigrants 3.6% 26.1% 28.9% $28,000
Rural New Mexicans 7.8% 26.1% 26.2% $23,000
| New Mexico Average 5.5% 26.1% 36.8% $35,000 |
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New Mexico is home to a large and diverse Native American population, which comprises 10%

ofthest at eds residents, and 1%Puabloss3Apdctedribes,ariRithe ndi an tr
Navajo Natonima ke i nvaluable contributions toowndde st at e
businesses generate hundreds of millions of dollars in economic activity eachyear, while tribal

governments bring to the state hundreds of millions more in federal funding to provide health,

educational, public safety, and other services to their communities. In 2017, for example, the

Pueblos alone brought $608 million dollars to the state, supported nearly 11,500 jobs, and

stimulated $1 billion in sales.!

However, socioeconomicwelltb ei ng among New Mexicods Native Amer
lowest among the three underserved groups. The unemployment rate among Native Americans
issignificantly higher t han-25populaton lasam édsicatiomat | v 21 %
or above the associate degree level, and almost onethird of Native Americans in the state live

below the poverty line (see Table 1). Among employed Native Americans, more than half work in

Arts & Entertainment, Healthcare, Retail, and the Public Sector, while one in five works in

Education, Construction, and Professional Servies (seeFigure 3).

Most Employed Native Americans Work in Arts & Entertainment,
Healthcare, Retail, the Public Sector, and Education

Figure 3: Share of New Mexico Native Americans in the Labor Force Who Are Employed and the Industries in Which
They Work, 2019.Source American Community Survey 1- Year Estimates

Arts &
Entertainment

Other 16%
28%

Unemployed Healthcare
8% Employed 14%
92%
Prof.
Services
6% Retail
Construction 11%
7%
Education
8%
The second underserved group, i mmigrants, plays al

communities and economy. Almost one in ten residents in New Mexico is born in another
country, and one in nine residents is a native-born U.S. citizen with at least one immigrant
parent. Within New Mexicods wortkhfiordc eo,f iNmemvd gWeaxn tcso
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construction and agricultural workers, a quarter of its transportation workers, and one -tenth of

its manufacturing workforce (see Figure 71 in Appendix B). Many immigrants also work as
essential healthcare workers and as educators in their communities. Despite having a lower
unemployment rate than that of New Mexic o as a whole, immigrants tend to hold lower -wage
jobs and face barriers to economic advancement due to structural factors such as lower
educational attainment and less access to quality housing, transportation, and public services. As
a result, immigrants tend to have lower personal incomes and experience more poverty than the
average New Mexican (seeTable 1).

New Mexicobs rural resi dendtes ,ofd etfhien esdt aatse 6tsh onseet rloip
comprise the third underserved group. Rural communities have significantly less access to basic
infrastructur e, services, and opportunities, whi c |

mobility. Housing quality an d affordability, coupled with broadband access, are especially
serious challenges faced by rural communities. This is evidenced by the high prevalence of
mobile homes, which comprise one-third of the housing stock in some counties, and by a
notable lack of broadband infrastructure in rural New Mexico. As a result, poverty and
unemployment rates are higher while educational attainment and incomes are lower among
rural residents. Rural residents work in a variety of industries, with more than half of workers
employed in education and healthcare, retail, arts & entertainment (including outdoor
recreation), and agriculture (seeFigure 4). Notable portions of the workforce are also employed
in the public sector (8%), construction (7%), and professional services (6%).

New Mexicods Rur al Residents Work i n a Diyv

Figure4. New Mexi cobs Rur al Wlourdedmesican Gommuhity 8uiveytl-rygay Estinfids 9 .

Education and Arts &
Healthcare Entertainment
24% 12%
Retail Agriculture
12% 9%
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Income & Wealth Inequality

Economic inequality is a growing phenomenon in both New Mexico and the United States. The
effects of a rising disparity in income or wealth between different groups can lead to higher
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rates of health and social problems, increased burdens on public services, and stagnated
economic development.? Though income inequality is difficult to measure, this plan uses tax
filing data published by the Internal Revenue Service to construct a measure of income
inequality. This measure is defined as the ratio of the percapita adjusted gross income (AGI) of
tax-filing individuals making $200,000 or more in the past year to the per capita AGI of tax-filing
individuals making under $200,000.

Income Inequality Varies Significantly within New Mexico but Is Generally
Higher than the U.S. Average

Figure 5. Income Inequality Index by County, 2018.Source IRS SOI Tax Statistics. Note: The Inequality Index is
calculated as the per capita AGI of tax filers with AGI of $200,000 or more divided by the percapita AG/ of tax filers
with AGI below $200,000. For example, an AGI of 7.0 implies that tax filers with $200,000 or more in taxable income
make, on average, seven times more than tax filers with taxable incomes of under $200,000.
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As Figure 5 illustrates, income inequality in New Mexico is generally higher than in the United
States. Furthermore, inequality varies across the state, with Bernalillo County showing lower
income inequality and Santa Fe,Dofia Ana, and several ruralcounties in southern New Mexico
trending toward higher inequality. From 2010 to 2018, income inequality has decreased both in

New Mexico and in most of its c ofellfram92%in20M0¢éow Me X i C
7.16 in 2018. While national inequality fell from 8.40 to 6.98 during the same period. All but four
of New Mexicods counties (Catron, Colfax, Luna, al

downwards, which is consistent with national trends that reflect the recovering economy in the
years following the Great Recession.

While data on income inequality is more readily available, data on wealth inequalityfi the total

value of what an individual owns minus liabilitiesfi is harder to obtain. However, wealth

inequality is typically a more accurate measure of economic disparity in a region. Because, for

most Americans, a large percentage of personal wealth is tied to housing, an analysis of home

prices can shed light on the severity of wealthinequal i ty bet ween Newigukexi cods
6illustrates home price trends for New Mexicods fi
rest of the state.

New Mexi cods Wealthiest Counties Have Benef |
Values

Figure 6. Zillow Home Value Index, by New Mexico County, June 2016May 2021. Source: Zillow Group. Note: Data
are unavailable for Guadalupe, Otero, Curry, anl Union counties.
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Santa Feds housing market, driven by a boom in se:t
prices increase by 38% since June 2010. Though less dramatic, home value increases in

Bernalillo, Dofia Ana, and Sandoval counties were also notablein the past decade. Additionally,

homes in New Mexicods | ess populated counties, wh
benefited from the economic recovery in the decade between the Great Recession and the

COVID-19 pandemic.

Growth in home values tend to exacerbate wealth inequality between homeowners and renters,

because renters gain little from increasing home values. In fact, many renters are harmed by

corresponding rent hikes as a result of rising home values. Because renters are

disproportionately ¢ omprised of low -income, minority, and underserved populations, many

already struggle with meeting their housing costs. As Figure 73 in Appendix B shows, 43% of

New Mexicobs renters spend at | east 30% of their |
owners), and one in five renters spends at least half of their income on rent and other housing

expenses. Thus, housing affordability is a significant contributor to both income and wealth

inequality in New Mexico, and policies that make housing more affordable for renters will be an

effective tool to combat economic inequality in combination with other programs.

Poverty in New Mexicolus Communities

Uneven economic recovery, inequality, structural factors such as low educational attainment and

population growth, and area -specific challenges have all contributed to poverty remaining a

problem for both urban and rural regions in New Mexico. Among peer states, New Mexico and

Nevada were the only states to experience an increase in the poverty rate from 2010 to 2019.
Additionally, three of New Mexiertordtesthftexaeed met r op ol |
those of peer metropolitan areas (see Figure 7).
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